
BEFORE

THE PUBLIC SERVICE COMMISSION OF

SOUTH CAROLINA

DOCKET NO. 1999-378-E —ORDER NO. 1999-672

SEPTEMBER 22, 1999

IN RE: APPLICATION BY SOUTH CAROLINA
ELECTRIC & GAS COMPANY FOR
AUTHORITY TO ISSUE AND SELL FROM
TIME TO TIME UP TO $300,000,000 OF
ITS FIRST MORTGAGE BONDS IN ONE
OR MORE SERIES

I

ORDER AUTHORIZING ~OF

$300,000,000 FIRST
MORTGAGE BONDS IN
ONE OR MORE SERIES

This matter comes before the Public Service Conunission of South Carolina (the

Commission) by way of Application to issue securities filed on September 8, 1999,by South

Carolina Electric & Gas Company (the Company or SCE&G). The Application was filed pursuant

to S.C. Code Ann. g 58-27-1710 (1976). The Registration Statement for the securities was filed as

Exhibit A to the Application.

SCE&G proposes to offer for sale from time to time up to Three Hundred Million Dollars

($300,000,000) principal amount of its First Mortgage Bonds (the New Bonds) in one or more

series, to be issued under the Indenture dated as of April 1, 1993, as supplemented (the New

Indenture), with The Bank of New York, as Trustee (the New Trustee). Initially, the New Bonds

will be secured primarily by (i) a like principal amount of non-interest bearing Class A bonds

(bonds issued under SCE&G's existing Indenture dated as of January 1, 1945, as supplemented),

due December 31, 2093, delivered to the New Trustee for the benefit of the holders of New Bonds

under the terms of the New Indenture, and (ii) the lien of the New Indenture upon substantially all

of the electrical generation, transmission and distribution properties of SCE&G described in the

granting clauses of the New Indenture, which lien is junior to the lien of the Class A Indenture. The
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ThismattercomesbeforethePublicServiceCommissionof SouthCarolina(the

Commission)by way of Applicationto issuesecuritiesfiled onSeptember8, 1999,by South

CarolinaElectric& GasCompany(theCompanyor SCE&G). TheApplicationwasfiled pursuant

to S.C.CodeAnn. § 58-27-1710(1976). TheRegistrationStatementfor thesecuritieswas filed as

Exhibit A to theApplication.

SCE&Gproposesto offer for salefromtime to timeup to ThreeHundredMillion Dollars

($300,000,000)principal amountof its First MortgageBonds(theNew Bonds)in oneor more

series,to be issuedundertheIndenturedatedasof April 1, 1993,assupplemented(theNew

Indenture),with TheBankof New York, asTrustee(theNew Trustee).Initially, theNew Bonds

will besecuredprimarily by (i) alike principalamountof non-interestbearingClassA bonds

(bondsissuedunderSCE&G's existingIndenturedatedasof January1, 1945,assupplemented),

dueDecember'31,2093,deliveredto theNew Trusteefor'thebenefitof theholder'sof New Bonds

under'thetermsof theNew Indenture,and(ii) the lien of theNew Indentureuponsubstantiallyall

of theelectricalgeneration,transmissionanddistributionpropertiesof SCE&Gdescribedin the

grantingclausesof theNew Indenture,which lien is junior' to the lien of theClassA Indenture.The
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toms of each series of the New Bonds will be negotiated and will have such call and redemption

provisions as may be specified in the supplemental indenture relating to such series of New Bonds.

At each issuance of New Bonds, SCEkG will designate an equal principal amount of Class A

Bonds then held by the New Trustee as the basis for authentication for the New Bonds. When all of

the Class A Bonds outstanding under the Class A Indenture shall have been retired and the Class A

Indenture shall have been cancelled, the lien of the New Indenture will then become a first lien

upon the properties of SCEXG described in the granting clauses of the New Indenture.

As stated in the Registration Statement and in the Application, the Company will use the net

proceeds from the sale of the New Bonds for general corporate purposes, including the financing of

the Company's construction program, and the reduction of short-term indebtedness and to refinance

senior securities.

According to the Application, SCE&G's cash requirements for its construction program and

nuclear fuel expenditures (including amounts for construction of base load generating facilities) are

estimated at $255,489,000 for 1999 and $930,003,000 for 2000 —2003; and for refunding and

retiring outstanding securities at $28,499,000 during 1999. During 2000 —2003, Applicant has

$358,182,000 of long-term debt maturing (including sinking fund maturities of $74,303,000 of

which $73,863,000 may be satisfied by deposit and cancellation of bonds issued on the basis of

retirement credits or property additions) and $2,240,000 for purchases or sinking fund requirements

for preferred stock. SCEkG may revise its cash requirements to refund additional outstanding

securities in light of changing market conditions.

SCEkG plans to offer one or more series of the New Bonds either through underwriters or

dealers, through agents, or directly to a limited number of purchasers or to a single purchaser.
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termsof eachseriesof theNew Bondswill benegotiatedandwill havesuchcall andredemption

provisionsasmaybespecifiedin thesupplementalindenturerelatingto suchseriesof New Bonds.

At eachissuanceof NewBonds,SCE&Gwill designateanequalprincipalamountof ClassA

Bondsthenheldby theNew Trusteeasthebasisfor authenticationfor theNew Bonds. Whenall of

theClassA Bondsoutstandingunder'theClassA Indentureshallhavebeenretiredandthe ClassA

Indentureshallhavebeencancelled,the lienof theNew Indenturewill thenbecomeafirst lien

uponthepropertiesof SCE&Gdescribedin thegrantingclausesof theNew Indenture.

As statedin theRegistrationStatementandin theApplication,theCompanywill usethenet

proceedsfrom the saleof theNew Bondsfor generalcorporatepurposes,includingthefinancingof

theCompany'sconstructionprogram,andthereductionof short-termindebtednessandto refinance

seniorsecurities.

Accordingto theApplication,SCE&G'scashrequirementsfor'its constructionprogramand

nuclearfuel expenditures(includingamountsfor'constructionof baseloadgeneratingfacilities)are

estimatedat $255,489,000for 1999and$930,003,000for 2000- 2003;andfor'refundingand

retiring outstandingsecuritiesat$28,499,000during1999.During2000- 2003,Applicanthas

$358,182,000of long-termdebtmaturing(includingsinkingfundmaturitiesof $74,303,000of

which $73,863,000maybesatisfiedby depositandcancellationof bondsissuedon thebasisof

retirementcreditsor'propertyadditions)and$2,240,000for purchasesor'sinkingfund requirements

for'preferredstock. SCE&Gmayreviseits cashrequirementsto refundadditionaloutstanding

securitiesin light of changingmarketconditions.

SCE&Gplansto offer'oneor'moreseriesof theNew Bondseither'throughunderwritersor

dealers,throughagents,ordirectly to a limitednumber'of put'chasersor to a singlepurchaser.
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Ifunderwriters are utilized with respect to any series of the New Bonds, SCEkG proposes

to sell such series pursuant to an underwriting agreement in the form described hereafter and

furnished as an exhibit to the Registration Statement, to an underwriter or to a group of underwriters

to be selected at the time of each such sale. If any series of the New Bonds is offered in a private

placement or through agents, an appropriate sales agreement will be utilized with respect to such

series.

SCEkG states that negotiations at market with the purchaser or purchasers, to be concluded

shortly before the offering of each series of the New Bonds, will determine the interest rate to be

borne by, the maturity date of, the initial offering price of, the price to be paid to SCE&G for, the

call provisions of, any underwriting discount (i.e., the difference between the initial offering price

and the price paid by the underwriter or underwriters to SCEkG) with respect to, and the

redemption prices of, each series of the New Bonds. Based on market conditions, SCEAG believes

that the initial offering price usually will not be less than 97'/o nor more than 102'/o of the principal

amount of such series of New Bonds (except in the case of original discount bonds sometimes

known as "zero coupon bonds"), that any underwriting discount will not exceed 1'/~'lo of the

principal amount of such series of the New Bonds, that the initial regular redemption price, if any

(except in the case of original discount bonds sometimes known as "zero coupon bonds"), will not

exceed the initial offering price of such series of the New Bonds by more than the annual interest

rate of such series of the New Bonds and that the initial special redemption price, if any (except in

the case of original discount bonds sometimes known as "zero coupon bonds"), will not exceed

100'/o of the principal amount of such series of the New Bonds or the initial offering price of each

series of the New Bonds, whichever is greater. If either such initial redemption price would not be

a multiple of 1/100'" of 1'/o, it may be rounded to the next higher multiple of I/100'" of 1'/o.
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If underwritersareutilizedwith respectto anyseriesof theNew Bonds,SCE&Gproposes

to sell suchseriespursuantto anunderwritingagreementin theform describedhereafter'and

furnishedasanexhibit to theRegistrationStatement,to anunderwriteror'to a groupof underwriters

to beselectedat thetime of eachsuchsale. If anyseriesof theNew Bondsis offeredin aprivate

placementor throughagents,anappropriatesalesagreementwill beutilizedwith respectto such

series.

SCE&Gstatesthatnegotiationsatmarketwith thepurchaserorpurchasers,to beconcluded

shortlybeforetheofferingof eachseriesof theNew Bonds,will determinetheinterestrateto be

borneby, thematuritydateof, the initial offeringpriceof, thepriceto bepaidto SCE&Gfor, the

call provisionsof, anyunderwritingdiscount(i.e.,thedifferencebetweentheinitial offering price

andthepricepaidby theunderwriteror'underwritersto SCE&G)with respectto, andthe

redemptionpricesof, eachseriesof theNew Bonds. Basedonmarketconditions,SCE&Gbelieves

thatthe initial offeringpriceusuallywill notbe lessthan97%normorethan102%of theprincipal

amountof suchseriesof New Bonds(exceptin thecaseof originaldiscountbondssometimes

known as"zerocouponbonds"),thatanyunderwritingdiscountwill not exceed1Vz%of the

principalamountof suchseriesof theNewBonds,thatthe initial regularredemptionprice, if any

(exceptin thecaseof originaldiscountbondssometimesknownas"zerocouponbonds"),will not

exceedtheinitial offeringprice of suchseriesof theNew Bondsby morethanthe annualinterest

rateof suchseriesof theNew Bondsandthattheinitial specialredemptionprice,if any(exceptin

thecaseof originaldiscountbondssometimesknown as"zerocouponbonds"),will not exceed

100%of theprincipalamountof suchseriesof theNew Bondsor the initial offeringprice of each

seriesof theNew Bonds,whichever'is greater.If eithersuchinitial redemptionpricewould notbe

amultiple of 1/100 th of 1%, it may be rounded to the next higher' multiple of 1/100 th of 1%.
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SCE&G requests that it be authorized to negotiate the most favorable interest rate and terms

obtainable on the date each series of the New Bonds is priced including, if appropriate, terms, prices

and redemption provisions appropriate for original discount securities sometimes known as "zero

coupon bonds. " Sales of each series of the New Bonds will be made from time to time when

market conditions, in the judgement of SCE&G, are favorable.

After investigation by the Commission Staff and upon full consideration by the

Commission, the Commission is of the opinion, and so finds, that the matters set forth in the

Application and the exhibits thereto are proper; that the purpose of the proposed issue of New

Bonds and the proposed use of the proceeds of the New Bonds are proper; that the proposal to issue

the New Bonds in one or more series, from time to time, as market conditions appear favorable, is

reasonable and proper, and that the proposed alternative methods of offering are proper. Further,

the Commission finds that the form of underwriting agreement attached as an exhibit to the

Registration Statement is proper, subject to such changes therein as may be required in connection

with any particular offering. Finally, the Commission finds that the determination by SCE&G of

the appropriate time or times to offer the New Bonds is reasonable and proper.

IT IS THEREFORE ORDERED, ADJUDGED AND DECREED:

That South Carolina Electric & Gas Company (SCE&G) be, and it hereby is,

authorized to issue and sell at such time or times as in the judgement of SCE&G may be favorable,

in one or more series, up to Three Hundred Million Dollars ($300,000,000) principal amount of

First Mortgage Bonds (New Bonds) in one or more series due not later than thirty-five (35) years

from the respective date of issue of each such seiies, to be authenticated and issued on the basis of

the designation of an equal principal amount of Bonds (Class A Bonds) issued to and held by The

Bank of New York (the New Trustee), under its existing Indenture dated as of January 1, 1945, as
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SCE&Grequeststhatit beauthorizedto negotiatethemostfavorableinterestrateandterms

obtainableon thedateeachseriesof theNewBondsis pricedincluding,if appropriate,terms,prices

andredemptionprovisionsappropriatefor originaldiscountsecuritiessometimesknown as"zero

couponbonds." Salesof eachseriesof theNew Bondswill bemadefrom time to timewhen

marketconditions,in thejudgementof SCE&G,arefavorable.

After investigationby theCommissionStaffanduponfull considerationby the

Commission,theCommissionis of theopinion,andsofinds,thatthematterssetforth in the

Application andthe exhibitstheretoareproper';thatthepurposeof theproposedissueof New

Bondsandtheproposeduseof theproceedsof theNew Bondsareproper;thattheproposalto issue

theNew Bondsin oneor moreseries,from timeto time,asmarketconditionsappearfavorable,is

reasonableandproper,andthattheproposedalternativemethodsof offering areproper. Further,

theCommissionfinds thattheform of underwritingagreementattachedasanexhibit to the

RegistrationStatementisproper,subjectto suchchangesthereinasmayberequiredin connection

with anyparticularoffering. Finally, theCommissionfindsthatthedeterminationby SCE&Gof

the appropriatetime or timesto offer'theNewBondsis reasonableandproper.

IT IS THEREFOREORDERED,ADJUDGEDAND DECREED:

1. That SouthCarolinaElectric& GasCompany(SCE&G)be,andit herebyis,

authorizedto issueandsell at suchtimeor timesasin thejudgementof SCE&Gmaybe favorable,

in oneormoreseries,up to ThreeHundredMillion Dollar's($300,000,000)principalamountof

First MortgageBonds(NewBonds)in oneormoreseriesduenot later'thanthirty-five (35)years

fr'omtherespectivedateof issueof eachsuchseries,to beauthenticatedandissuedonthebasisof

thedesignationof anequalprincipalamountof Bonds(ClassA Bonds)issuedto andheldby The

Bankof New York (theNew Trustee),under'its existingIndenturedatedasof January1, 1945,as
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currently supplemented and as may be supplemented in the future, at such price or prices, with such

redemption provisions and at such interest rate or rates (in the case of bonds other than original

discount or "zero coupon bonds") as may be negotiated with the purchaser or purchasers of the New

Bonds of any series in connection with the offering thereof.

2. That SCE&G is authorized to issue any series of New Bonds in either of the

following ways: (i) through underwriters or dealers; (ii) directly or to a limited number of

purchasers or to a single purchaser; or (iii) through agents.

3. That if required in connection with the issue and sale of a series of New Bonds,

SCE&G is authorized to negotiate the terms of and to enter into, execute and deliver one or more

indentures supplemental to the New Indenture.

4. That in connection with the issue and sale of each series of New Bonds, SCE&G is

authorized to negotiate the terms of and to enter into, execute and deliver an underwriting

agreement substantially similar in content to that filed as an exhibit to the Registration Statement

(but with such changes therein as may be reasonably necessary to consummate the particular

transaction).

That in connection with the issuance and sale of any series of the New Bonds in a

private placement or through agents, SCE&G is authorized to negotiate the terms of and to enter

into, execute and deliver an appropriate sales agreement (but with such changes as may be

reasonably necessary to consummate the particular transaction).

6. That SCE&G is authorized to use the net proceeds of the sale of each series of New

Bonds, solely or with other corporate funds in any case, for general corporate purposes, including

the financing of the Company's construction program, and the reduction of short-term indebtedness

and to refinance senior securities.
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currentlysupplementedandasmaybesupplementedin thefuture,at suchpriceor prices,with such

redemptionprovisionsandat suchinterestrateor'rates(in thecaseof bondsotherthanoriginal

discountor "zero couponbonds")asmaybenegotiatedwith thepurchaseror'purchasersof theNew

Bondsof anyseriesin connectionwith theofferingthereof.

2. That SCE&Gis authorizedto issueanyseriesof NewBondsin eitherof the

following ways:(i) throughunderwritersor dealers;(ii) directlyor to a limitednumberof

purchasersor to a singlepurchaser;or'(iii) throughagents.

3. That if requiredin connectionwith theissueandsaleof aseriesof New Bonds,

SCE&Gis authorizedto negotiatethetermsof andto enterinto, executeanddeliveroneor more

indenturessupplementalto theNewIndenture.

4. Thatin connectionwith the issueandsaleof eachseriesof New Bonds,SCE&Gis

authorizedto negotiatethetermsof andto enterinto, executeanddeliveranunderwriting

agreementsubstantiallysimilar'in contentto thatfiled asanexhibit to theRegistrationStatement

(butwith suchchangesthereinasmaybereasonablynecessaryto consummatetheparticular'

transaction).

5. Thatin connectionwith the issuanceandsaleof anyseriesof theNew Bondsin a

privateplacementor'throughagents,SCE&Gis authorizedto negotiatethetermsof andto enter

into, executeanddeliveranappropriatesalesagreement(butwith suchchangesasmaybe

reasonablynecessaryto consummatetheparticulartransaction).

6. That SCE&Gis authorizedto usethenetproceedsof thesaleof eachseriesof New

Bonds,solelyor with other'corporatefundsin anycase,for generalcorporatepurposes,including

thefinancingof theCompany'sconstructionprogram,andthereductionof short-termindebtedness

andto refinanceseniorsecurities.
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7. That SCEkG file conformed copies of each indenture supplemental to the New

Indenture, underwriting agreement and/or sales agreement entered into in connection with the

issuance and sale of each series of the New Bonds, within thirty (30) days after closing the

transaction related to each series, and such other information as may be required by provisions of

Order No. 91-72, dated January 18, 1991,Docket No. 91-032-E.

8. Approval of the Application does not bind the Commission as to the ratemaking

treatment of this issuance.

9. This Order shall not, in any way, affect or limit the right, duty, or jurisdiction of the

Commission to further investigate and order revisions, modifications, or changes with respect to any

provision of this Order in accordance with the law.

10. The Commission strongly encourages the Company to carry out the financial

transactions in such a manner as to attempt to minimize possible negative impacts which could be

harmful to ratepayers.

11. That this Order shall remain in full force and effect until further Order of the

Commission.

BY ORDER OF THE COMMISSION:

Chairma

ATTEST:

Executive ir tor

(SEAL)
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7. That SCE&Gfile conformedcopiesof eachindenturesupplementalto theNew

Indenture,underwritingagreementand/orsalesagreemententeredinto in connectionwith the

issuanceandsaleof eachseriesof theNew Bonds,within thirty (30)daysafter'closingthe

transactionrelatedto eachseries,andsuchotherinformationasmayberequiredby provisionsof

OrderNo. 91-72,datedJanuary18,1991,DocketNo. 91-032-E.

8. Approvalof theApplicationdoesnotbindtheCommissionasto theratemaking

treatmentof this issuance.

9. This Ordershallnot,in anyway, affector'limit theright, duty,orjurisdiction of the

Commissionto furtherinvestigateandorderrevisions,modifications,or'changeswith respectto any

provisionof this Orderin accordancewith the law.

10. TheCommissionstronglyencouragestheCompanyto carryout thefinancial

transactionsin suchamannerasto attemptto minimizepossiblenegativeimpactswhich couldbe

harmfulto ratepayers.

11. Thatthis Ordershallremainin full forceandeffectuntil furtherOrderof the

Commission.

BY ORDEROFTHE COMMISSION:

_'_Chairmal_' f

(SEAL)


